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tively new influence. Its objectives 
over so broad an area are necessarily 
diverse and not easily summed up. 
But it can surely be said that we are 
anxious to see economic progress 
matched by the growth of free po- 
litical institutions. We want to see 
the age of colonialism pass, with the 
forces of nationalism leading to new 
political groupings and not stopping 
at sterile and illusory efforts to estab- 
lish self-sufficient nationhood. There 
are immense needs in these parts of 
the globe which the United States by 
itself should not expect to supply; 
but enlightened self-interest calls for 
persistent efforts to raise the standard 
of living of the underdeveloped areas. 

The attainment of these objectives, 
which would be difficult enough in 
the best of circumstances, is made 


more complex by cold-war rivalries 
and tensions. The United States can 
and must feel that its broad political 
and economic objectives are ends in 


themselves, pursued independently 
of threats by the U.S.S.R. and Com- 
munist China. But fortunately they 
offer, as well, the best 
counter and confine Communist im- 


means to 


perialism. Peoples emerging without 
violence from colonialism, finding 
the possibility of rapid economic 
gains, offer the best hope for 
the strengthening of freedom. 


U.S. for Peaceful Competition 


The American objective in relation 
to the U.S.S.R. can be simply stated, 
although to attain it will obviously 
require difficult decisions and long 
efforts. That objective is to force the 
rivalry out of military channels and 


to keep it in peaceful forms of com- 
petition. At the same time, to ensure 
that the U.S.S.R. will not be tempted 
into rash military aggressions, the 
United States and the free world 
must maintain strong deterrent 
forces. And to ensure that the com- 
petition in science, technology and 
economics does not go against the 
free countries, a strong sense of di- 
rection and purpose is required. It 
has too often been assumed that vic- 
tory over the Communists, once the 
resort to arms had been inhibited, 
would be easy and indeed could be 
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taken for granted. This is plainly no 
longer the case. 

While the thrust of Soviet power 
is thus being met, the United States 
must keep larger goals in view. We 
said at the beginning that peace is 
an objective. It is not the peace to 
which in earlier periods a single na 
tion might aspire: a narrow security 
maintained behind fixed defenses. It 
must be the peace of a viable world 
order, an order with many regional 
and international institutions, devel- 
oping in response to needs which no 
single nation can meet by itself. The 
United States has had experience of 
its OWN in uniting separate entities 


under a broad constitutional law. It 
has always hoped to see this course 
followed, in one way or another, by 
nations in other parts of the world. 


Building World Society 


The 20th century is proving rich 
in new forms of functional and re 
gional life; many of us are convinced 
that these developments are bound 
to grow rapidly in the coming years. 
The United States will surely want 
to be in the forefront of new efforts 
The 


long-range aim must be a society in 


to construct a world society. 
which separate political entities live 
together under accepted rules, com 
plementing each other by their di 
verse values and social systems and 
crowned by an international organi 
zation dealing with universally rex 
ognized needs. 

As such conditions develop, the 
objective of disarmament, which the 
United States shares with so many 
nations, should prove capable of at 
tainment. To lift the cloud of appre 
hension brought upon mankind by 
the new weapons of destruction is a 
dificult and perhaps a slow task. Po 
litical settlements and growing inter 
national institutions must, it seems, 
go along with effective arms control. 
An immense hope is thus involved 
in the process, as well as an immense 
challenge to men’s ingenuity and 
effort. 
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WASHINGTON NEWSLETTER 


% Dollar Trouble: What Is Best Cure? 


The dollar is in trouble; not serious 


trouble yet, but trouble enough so 
that Washington is worried and de 
termined to do something about it. 

The trouble comes from our un 
favorable balance of payments. Last 
year it was $3.4 billion. This year it 
is expected to reach $4 billion 

It is important to understand that 
the dollar difficulty is not due to an 
untavorable trade balance. The Unit 
ed States is still selling more abroad 
than it buys. But if one puts our for 
eign aid contributions and the cost 
ot our bases and troops abroad on top 
of our trade balance, then the coun 
try faces a deficit. 

The I 


drain on 


nited States can stand a 


its gold reserves up to a 
point. It still has roughly half of the 
world’s gold supply. But unless the 


trend is checked—unless fact, it 


is reversed—the strength of the dol 
lar could eventually be impaired. As 
there has already 


a matter of tact 


been some speculation in Washing 
ton about possible devaluation of the 
dollar—if worst comes to worst. But 
so tar no one is taking such talk seri 
ously. Something, however, must be 
done to change this country’s unfa 
vorable balance-of-payments picture. 


The question 1s, What? 


Two Possible Methods 


Broadly speaking, there are two 


ways to attack the problem either 
make up the difference by increasing 
United States exports, or trim Ameri 
can expenditures abroad. Actually, 
both ways could be used 

There are important differences, 
however, in these two methods of at 
tacking the problem. If the United 
States is to sell more abroad it must 


have the help of its overseas friends 


ember | 


and allies. After World War II their 
countries, because of shaky economic 
conditions, imposed strict exchange 
controls on United States imports. 
They devised quantitative and other 
restrictions on dollar purchases. 
Washington accepted these devices, 
understanding the need for them. 
But now the picture has 
The economies of our allies 
West Germany, France, Italy, Japan 


are booming. They have acquired 
substantial dollar and gold reserves 
Last year the nations of Western Eu 
rope made their currencies complete 
ly convertible in international trade. 
Cheir exports are zooming 


It is Washington's contention that 


the world trade picture has changed 
so much that there is no longer any 
justihcation for continuing exe hange 
controls and discriminations against 
And so the 


c alled 


friends to come to the ak 


dollar imports. United 


on its allies and 


i 


States has 
oT the do] 


bac k 


Monetary 


lar. In this campaign it has the 
ing of the International 
Fund, w hich not only publicized the 

the dollar at its annual 
meeting in September, but more re 
cently urged its members to help the 
United States solve its balance-of 
payments problem. 

The response has been sympathetic 
and even favorable. On November 
5 France lifted quota restrictions on 
a wide range of products from the 
United States. And on November 9 
Britain removed most of its quanti 
tative import controls on goods from 
the United States. Japan and Western 
European countries have started to 
dollar 


United 


dismantle their controls 
But 


States dollar exports rests on a double 


on 


trade. any increase in 


premise: first, that our friends will 
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let our goods in; second, that United 


States hirn price their goods to 


meet for ompetition 
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Administration, however, is 


solve the payments 


gap in one way or another. It cannot 
lies to cooperate; but it 
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can retrench its expenses. 


Executive is fearful 
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FOREIGN POLICY SPOTLIGHT 


ls There a Tide — and What Is it? 


The London Daily Telegraph ot 
October 21 carried an editorial which 
started off with Shakespeare's famous 
lines in Julius Caesar, “There is a 
tide in the affairs of men, Which, 
taken at the flood, leads on to for- 
tune; Omitted, all the voyage of their 
lite Is bound in shallows and in 
miseries.” 

The British, and some Americans, 
fear that unless the tide symbolized 
by the Eisenhower-Khrushchev talks 
is taken at its flood, and translated 
promptly into practical policies, it 
will ebb, and possibly be dissipated, 
leaving new and increased bitterness 
in its wake. By contrast, other Ameri 
cans, as well as General Charles de 
Gaulle and Chancellor Konrad Ade- 
nauer, appear to be convinced that 
nothing will be lost by caution and 
delay and demand that Moscow give 
proof of its good intentions not only 
on the Berlin controversy but around 
the globe before a summit meeting is 
held. Since the. Western nations have 
agreed to hold their own summit 
meeting in Paris on December 19, 
the East-West summit which Prime 
Minister Har Macmillan, fresh 
from his electoral victory of October 
8, had hoped would take place this 
year as the first of a series will ap- 
parently be postponed until the late 
spring of 1960. And if General de 
Gaulle has his way, it will be not one 
of a series, but a dramatic one-throw 
confrontation between the West and 
the U.S.S.R. 

Will this delay prove a setback or 
an advantage for the West? Is there 
a new tide in the affairs of men- 
and if so, which way is it running? 

Are we today entering an era like 
that opened in the 19th century by 
the Congress of Vienna? Granted 
that the world is now far more com- 


plex than it was in 1815 and that 
Western Europe is no longer, as it 
was then, the center of the universe, 
is it possible to achieve in the second 
half of the 20th century for the world 
as a whole the “stability” which 
many American writers regard as 
the characteristic of the 19th? 


Wheat is ‘Peace with Justice’? 


The major question the world 
faces today is the kind of peace that 
might be achieved. In the United 
States we are wont to say that the 
U.S.S.R. wants “peace,” while we 
and our allies want “peace with jus- 
Has 


known “peace with justice” if that 


tice.” the world at any time 
phrase means that all concerned are 
satished.with existing conditions? 
True, during the 19th century the 
European continent enjoyed a pro 
longed period of peace—but was it 
“peace with justice?” It may have 


seemed so for Britain—but not for 
its colonies, notably India, which was 
secthing with discontent against Brit 
ish rule. It may have seemed so for 
Austria-Hungary—but not for the 


Poles, Czechs, Croats within its 
borders, and particularly not for the 
Hungarians, whose 1848 revolt un 
der Louis Kossuth was crushed by 
Metternich with the aid of troops sent 
by Tsarist Russia. It may have been 
for the German states—but not for 
France, which in 1870 was attacked 
by Prussia, and, smarting from 
defeat in Europe, sought compensa 
tion in North Africa, where it is still 
paying the price of French settle 
ment in Algeria. And while Europe 
basked in the peace of the Victorian 
era, few Europeans were aware of 
the forces of rebellion against the 
West which were gathering in Asia, 
the Middle East and Africa, to ex- 


plode spectacularly in the nex! 


tury. 


Many Directions at Once 


Today the tide of events is 
ning in many directions at once as 
this is bound to confuse both part 
pants in and onlookers on wor 
tairs. The tide is running toward 
decline in the role of great powers 
whatever their ideology, as more and 


achieve ie 


more small nations 
pendence and obtain a voice 
United Nations. It is running t 

a wide variety of regional grou 
—new stepping stones trom the 
tion-state, which still dominates 
scene in the West as well as 
non-Western area, toward an 
tively functioning world com: 

It is running toward a glol 
stead of a parochial, view 

and toward development « 
underdeveloped lands exp: 
terms of technical and econo: 
operation between equals rath 
in terms of aid by the rich 
poor. i is running toward 
tion by the two great-power 
the {post-World-War-II_ peric 
both are undergoing pr 
changes. And, most dramatica 
all, it is running toward d 
ment and the belief that fut 
tests will have to be waged « 
nomic, educational and mora 
grounds rather than throug! 
of arms, nuclear or convents 


But as so often happens wh 


changes in human relations ar 
the air, the spoken and written 
lag behind the actual events 
slogans of 12 years of cold 
which in many instances ha 
come obsolete clichés, are st 

repeated on public platforms ar 
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far less certain, how 
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the. Yugoslav Communist party 


say nothing of the public at large 


make Tito more careful about any 


move he makes the next time. The 
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essors 


has anything like either his popu- 
larity or his dramatic qualities of 
leadership. More significantly, the 
choice among them involves the ques- 
tion of the ethnic rivalries which split 
Yugoslavia asunder before the war. 

The Tito regime has had outstand- 
ing success in overcoming the bitter 
and historic differences between the 
Serbs and Croats, but it has not 
eliminated them altogether. Indeed 
there has been some sharpening of 
ethnic tensions in recent years as 
the more developed parts of the 
country — Slovenia and Croatia — 
have opposed the financial demands 
on them to help build up the less 
developed areas. 

The 
any other Serb, to Tito’s dominant 


succession of Rankovic, or 
position in Yugoslavia would be cer- 
tain to exacerbate these tensions, 
while Kardelj, a Slovene, would be 
more acceptable in Slovenia or Cro- 
atia, the most Westernized areas of 
the country, which, before the crea- 
tion of Yugoslavia in 1918, had been 
part of the Austro-Hungarian Em- 
pire. However, whether or not as a 
result of easing of relations with the 
Soviet Union, in recent years Ran- 
kovic appears to have gained in 
power over Kardelj. Belgrade expects 
that when Tito dies Rankovic will 
take over his job as secretary-general 
of the Yugoslav League of Commu- 
nists, while Kardelj will succeed to 
the presidency. As things are now, 
there is no doubt that party power is 
more important than government 
power. There seems to be no acute 
personal rivalry between Kardelj and 
Rankovic, and any overt struggle 
over the succession is unlikely. 
But what happens in this respect 
may well affect the course of events 
at home and abroad. 

Generally speaking, in the same 
way that the Yugoslavs have clung to 
their independence abroad, they have 
maintained their moderate course at 
home. While there has been some 


perceptible tightening up, especially 
in the economic sphere, much of it 
resulted more from the fact that 
Yugoslavia had initially gone too far 
with decentralization than from the 
impact of rapprochement with Mos- 


cow, 
Laissez-faire Marxism 


The laissez-faire approach to 
Marxist economics which character- 
izes Titoism has by no means been 
abandoned. True, there is now a 
Five-Year Plan, but it still relies al- 
most entirely on indirect controls and 
has little if anything in common 
with Soviet planning. The manage- 
ment of industry by workers’ coun- 
cils in factories—the keystone of the 
Yugoslav industrial system—contin- 
ues by and large successfully, al- 
though various steps have been taken 
to whittle down workers’ council 
autonomy. These steps are designed 
to cope with two major economic 
problems—“economic particularism,” 
with attendant monopolistic practices 
and wasteful investment, and infla 
tion, resulting from increases in 
wages without increases in produc- 
tion. 

One significant check on the au- 
tonomy of workers’ councils is found 
in the growing role of the nongov- 
ernmental associations of various 
branches of economic activity, known 
as komora. The komora now help 
fix industry-wide wage norms, allo- 
cate investment funds and influence 
prices. The labor unions, under the 
high-powered leadership of Svetozar 
Vukmanovic-Tempo, are also in- 
creasingly occupied with efforts to 
restrain workers’ councils from im- 
proving their own lot at the expense 
of the country as a whole. 

Similarly, although price competi- 
tion is still the rule, price fixing of 
a sort has entered the picture. Indus- 


trial price increases not accompanied 


by production increases must be justi- 
fied before a federal price board, and 
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local governments have been given 
similar authority to curb boosts in 
prices of consumer goods. Cereal 
prices are indirectly limited by re 
stricting sales to grain buying co 
operatives. Direct price fixing, how 
ever, only applies to steel, refined 
lead, aluminum, electric power, 
transportation, sugar and tobacco. 

Perhaps more important are fed 
eral laws giving the government the 
right to sequester surplus funds of 
workers’ councils which were previ 
ously used as the workers’ councils 
saw fit. This, plus high taxes on en 
terprise income, in many cases goes 
far to nullify the right of workers’ 
councils to dispose of their surpluses 
on the basis of their own decisions. 

Prices during the past year re 
mained comparatively stable, and 
real wages rose for the second year 
by 8.2 percent. The annual rate of 
increase in national income was 10) 
percent in both 1957 and 1958, while 
industrial production, with an aver 
age annual rate of increase of 13.6 
percent in the 1953-58 period, rose to 
twice the 1952 volume in 1958. 

A big gap still remains, however, 
between wage and price levels, and 
this poses a serious dilemma for th 
government. If it permits a too rapid 
increase of wages, inflation will push 
prices steadily upward. But at the 
same time popular resentment about 
low wages raises a thorny political 
problem. A hint of how serious this 
can be was indicated by the 1958 
strikes in the Slovenia coal mines, 
and by the fact that a great many 
Yugoslavs work at two jobs—one in 
the so-called socialist sector betwee: 
7 a.m. and 2 p.m. (the official work 
ing day) and the other, after lunch, 
in the “private sector.” In the latter, 
this usually consists of work as a 
carpenter, painter, mechanic, etc., or 
in handicrafts for sale to the publi 
The result is that the inflationary 
pressure ensues in any event, and, in 
addition, there is a widespread ten 
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dency to loaf on the first, socialist, 
job in order to conserve energy for 
the second, private, one 
Nevertheless, the past three years 
in the 


have seen a marked increase 


standard of living in Yugoslavia. 


The overt forms of economic priva 
tion have disappeared, even in the 
underdeveloped sections, and from 
the Danube to the Julian Alps, trom 
the Sava to the Adriatic, people look 
than at 


World War Il 


better ted and clothed any 


time since 
Ihe improved standard of living 


in Yug Siavia has been aA ompanied 


and stimulated by the introduction 


of consumer credit on a wide scale. 


Houses, furniture, fuel, washing ma 


chines, refrigerators and even auto 


} 


mobiles can be and are obtained 


on credit. Indeed, such : has 
reac hed dangerous proportions, The 


Nationa 


raised the terms, but consumer credit 


Bank has several times 


continues to expand 


Agricultural improvements 


In 1959 the Yugoslav economy was 
buoyed by a good agricultural crop, 
due to a combination of good weath 
sive use of States 


er, cxt United 


hybrid corn and resistant Italian 


wheat, vastly stepped-up investment 


in agriculture and better peasant 


cooperation, which is evidenced also 
by the new farm buildings that dot 
the countryside. 

It took the regime, once it decided 
to abandon collectivization, a long 
time to stop discriminating against 
whom it 


the private peasants, on 


must rely. Although progress toward 
this end continues—the private peas 
ants have recently, for instance, been 
under a health 


covered insurance 


plan—there is still a long way to go. 
In the meantime, since the farms are 
so small, the advantages of mechani 
zation are strictly limited. Short of 
encouraging larger landholdings or 
paying higher prices for produce 


both of which go against the Com 


munist doctrine—there will continue 


to be troubles in ulture for a 


agric 
long time. 
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$285 
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but until Yugoslavia is assures 
being a regular agricultural exporter 


the way out of the balan 


ments morass is not clear 
to Yugoslav plans, whi 
overly optimistic, foreig 
be balanced by the end o 


the meantime, continuing 
States aid hills most of the gay 
far, this aid has amounted 
$2 billion, including the 
nated military aid portion 

In the area of political 
one might say that during 
years the democrat 
slav “socialist democra 
stood still or contracted, 
stance—such as it is—was 
In particular, some Yugos 
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liberalization ut 


munist ofhcials who 
vored the 
period of rapprochement with the 
U.S.S.R. to crack down on d 


The inexplicable trial of 


sidents 

three 
elderly and politically impotent So 
cialists last winter was not so much 
an illustration as were the general 
increase of UDBA activity and the 


high-handed legal action 


igainst 
had 


run afoul of the party bureaucracy. 


those who one way or another 


Djilas in jail and Dedijer out of a 

job and, until November, denied 
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limits on freedom of expression. 
Important as the backtracking 
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newspaper editorials at a time when 
they are already belied by the news. 
Few Americans have as yet expressed 
the tenor and portent of trends in 
the making. Outstanding among 
those who have is George F. Ken- 
nan, former United States ambassa- 
dor to the U.S.S.R. 


What Kennan Thinks 


Mr. Kennan, the author in 1949 of 
this country’s “containment” policy 
toward the U.S.S.R., in a speech be- 
fore the Women’s National Demo- 
cratic Club in Washington on Octo- 
ber 22 entitled, “Reflections On Our 
Present International Situation,” 
which was ignored by most of the 
press, made three main points. First, 
he said, for nearly seven years “Rus- 
sia has been in a state of change and 
evolution. . . . The Soviet govern- 
ment is now represented externally 
by a man of whose sincerity, at least 
when it comes to the desire to see 
competition between the two systems 
carried forward by means other than 
those of major war, we need have no 
doubt. . . . 

“No one is speaking here of a naive 
and fatuous trust. The people I am 
talking about are the leaders of a 
great government, with interests dif- 


ferent from ours, often conflicting 


with ours. We must deal with them 
as such. But it would be a tremend- 
ous mistake on our part to fail to 


the difference between 


1959 


recognize 
1952 
Soviet power as though nothing had 


and and to deal with 
changed in the interval. Only people 
who have learned nothing and for- 
gotten nothing over the years since 
Stalin’s death could make that mis 
take.” 

Second, Mr. Kennan put disarma 
ment at the top of the list for negotia 
tions. He asked, however, whether 
“the moment has not come for us to 
make a fresh and determined effort 
to eliminate these | nuclear} weapons 
entirely as a factor in the relations 


In his 


opinion, we have shown “an irre 


and dealings of nations.” 


sponsibility towards the continuity of 
life which has no foundation in the 
Judaic-Christian tradition.”’ Our 
“commitment to the weapons of in- 
discriminate mass destruction which 
has dominated our strategic think- 
ing, and increasingly our political 
thinking, in recent years, represents 
a morbid fixation of the most fateful 
and hopeless sort... . Have we not 
had enough of this? Has the time 
not come to try to put an end to this 
hopeless fixation and to get ourselves 
back to a realm in which weapons 
can again have at least some rational 
relation to politics and some pros- 
pect of use that is other than sui 
cidal?” 

And, third, Mr. Kennan raised the 
question of whether, outside the 
realm of nuclear weapons, events are 


going for or against the United States. 


“If you ask me—as a historian, let us 
say—whether a country in the stat 
this country is in today: with no 
highly developed sense of nationa 
purpose, with the overwhelming ac 
cent of life on personal comfort and 
amusement, with a dearth of publi 
services and a surfeit of privately 
sold gadgetry, with a chaotic trans 
portation system, with its great urba 
areas being gradually disintegrat 
by the headlong switch to motor 
transportation, with an educatior 
system where quality has been 
tensively sacrificed to quantity, an 
with insufficient social discipline 
to keep its major industries function 
ing without grievous interruption 
if you ask me whether such a 
try has, over the long run, 
chances of competing with a purpx 
ful, serious and disciplined socict 
such as that of the Soviet Uni 
must say that the answer is ‘no 
These are some of the fundame 
tal questions which are being ask: 
in the United States, by others tha 
Mr. Kennan, and more insistently 
Britain and other countries who ar 
our allies and friends. Neither tl 
West nor the U.S.S.R. can hope to 
achieve, at any given moment, a 
peace that all concerned will regard 
as just. The issue is whether the 
ponement of top-level negotiations 
will merely prolong existing tension 
or whether the interval will be 
to develop creative new policies 


Vera Micneres Dy 
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